PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

ENERGY DIVISION RESOLUTION E-3912
FEBRUARY 24, 2005

RESOLUTION

Resolution E-3912. Pacific Gas and Electric Company requests
authority to disburse $35.9 million from the Humboldt Bay Power
Plant Unit 3 Nuclear Decommissioning Master Trusts for a dry
cask storage system to enable 2009 decommissioning work.
Request is approved.

By Advice Letter 2565-E, filed on October 12, 2004.

SUMMARY

This Resolution approves PG&E's request to disburse $35.9 million in funds from
its Humboldt Bay Power Plant Unit 3 (HBPP Unit 3) Nuclear Decommissioning
Master Trusts (Trust) to expend on a dry cask storage system referred to as the
Independent Spent Fuel Storage Installation (ISFSI) for spent nuclear fuel. Key
elements of the resolution are summarized below.

» The ISFSI enables early decommissioning for HBPP Unit 3 beginning in
20009.

= [Initial funding for the proposed ISFSI project has already been
established in Commission proceedings.

» PG&E is participating in nuclear waste storage litigation with the
Department of Energy (DOE) and may receive some compensation.
However, PG&E expects the litigation to continue for many years.

= ORA requests that the Commission deny PG&E’s request to disburse
funds from the decommissioning trust until after PG&E recovers its
spent fuel costs from DOE. ORA'’s request is denied because waiting for
recovery of such costs from DOE before starting on the project could
delay the project potentially for many years.

189928 1



Resolution E-3912 February 24, 2005
PG&E AL 2565-E/AWP

BACKGROUND

D.03-10-014 approved a decommissioning plan for HBPP to commence in 2006.

Humboldt Bay Power Plant, Unit 3 (HBPP Unit 3) was a 65-megawatt nuclear
reactor that began commercial operation in 1963, ceased operation in 1976, and
was placed in safe storage custodial mode in 1988 pending decommissioning.
Full decommissioning was anticipated to begin in 2015, but in 2003, the
Commission approved an alternate decommissioning plan to commence in 2006,
which provides superior cost benefits. (D. 03-10-014)

PG&E requests authorization to disburse funds from the HBPP Trust to fund
an ISFSI.

PG&E requests authorization to disburse $35.9 million from the HBPP Unit 3
Trust to fund an Independent Spent Fuel Storage Installation (ISFSI). The fund
expenditures are for a Nuclear Regulatory Commission (NRC) license review,
fabrication, construction, and loading activities of an onsite, dry cask storage
system. This project is a necessary first step to enable the, early
decommissioning of Humboldt Bay Unit 3.

The decommissioning trust funds were established in D. 85-12-022 to allow
PG&E "to recover from its ratepayers the cost of decommissioning the prudently
constructed plant at Humboldt Bay Power Plant Unit 3." The liability to
decommission HBPP Unit 3 is funded by trust assets having a market value of
$221 million and a liquidation value! of $199 million, as of December 31, 2003.

The ISFSI will be constructed in full compliance with existing NRC regulatory
requirements and the current application amendment with the NRC, which
adjusts for the project’s seismic design. In comments, PG&E informs the
Commission that although it had proposed a 2006 decommissioning date for
Humboldt, the decommissioning will start instead in 2009 due to a delay in the
ISFSI study and regulatory changes for seismic design. PG&E anticipates NRC
approval of its ISFSI Application in August 2005. The local Citizens Advisory
Board, which represents organizations such as Redwood Alliance and Surfriders,

1 Liguidation value reflects the amount available after taxes.
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supports the ISFSI project. PG&E proposes to establish and maintain separate
accounting to record the costs of the ISFSI and related transactions with the Trust
to permit cost monitoring. ISFSI cost review will be conducted under the next
Nuclear Decommissioning Cost Triennial Proceeding (NDCTP) upon project
completion.

NOTICE

Notice of Advice Letter (AL) 2565-E was made by publication in the
Commission’s Daily Calendar. PG&E states that a copy of the Advice Letter was
mailed and distributed in accordance with Section 111-G of General Order 96-A.

PROTESTS

ORA requests that the Commission deny PG&E’s request to disburse funds
from the decommissioning trust until after PG&E recovers its spent fuel costs
from DOE.

On November 1, 2004, the Office of Ratepayer Advocates (ORA) filed a timely
protest to Advice Letter 2565-E, objecting to the disbursement of funds from the
Trust. The ORA argues that PG&E should be attempting to recover funds from
the U. S. Department of Energy (DOE) to cover the cost of ISFSI installation, since
the Yucca Mountain waste repository has been delayed and since other nuclear
utilities are pursuing similar compensation. ORA recommends that the
Commission reject PG&E's advice letter and deny PG&E's request to disburse
funds from the trusts until after PG&E recovers its spent fuel storage costs of
approximately $5 million from the DOE.

The federal government settled a suit with a nuclear plant owning utility for
delayed nuclear waste storage.

ORA states that the federal government recently settled a lawsuit with another
nuclear utility, Exelon, regarding spent nuclear fuel storage costs, while other
utilities with nuclear generators are pursuing similar compensation through
court action. According to California Energy Markets, (August 13, 2004) the
federal government recently "agreed to pay Exelon $80 million for cost associated
with storing spent nuclear fuel while the proposed nuclear waste repository at
Yucca Mountain in Nevada remains unavailable." Also, "Exelon will continue to

receive annual payments for temporary storage....".
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PG&E is participating in nuclear waste storage litigation.
PG&E responded to the ORA protest on November 8, 2004, stating:

"(i)n the 1990's , several utilities commenced litigation under the Nuclear
Waste Policy Act when it became clear that the DOE would not be able to
take delivery of spent nuclear fuel beginning in 1998. While not a named
party, PG&E has been an active participant, including as an amicus curiae in
several matters. Although one U.S. Court of Appeals has determined that
the DOE breached the standardized spent fuel contracts, another court has
guestioned whether it has."

PG&E expects nuclear waste repository litigation to continue for many years.

PG&E states further that it has been reviewing the value of the Exelon settlement
and this review takes place in the context of the pending litigation to assess its
prospects. PG&E expects the litigation to continue for many years. PG&E
explains that any recovery from the ongoing litigation with the DOE will be
returned to ratepayers. Finally, PG&E comments, "the local community,
including its political representatives, are supporting the dry cask storage
alternative as opposed to leaving the spent fuel in the spent fuel pool at the
plant.”

DISCUSSION

The initial funding for the proposed ISFSI project for HBPP Unit 3 has been
already established in Commission proceedings.

The Commission approved disbursement of $10.5 million for initial ISFSI
activities under PG&E's 1999 General Rate Case (D. 00-04-026) and Resolution E-
3737. The ISFSI was included in the decommissioning cost estimate filed in
PG&E's 2002 NDCTP), Application 02-03-020. The Commission approved 2006,
early decommissioning for HBPP Unit 3 in D. 03-10-014.

ORA'’s request is denied because waiting for compensation from DOE before
starting on the project could delay the project potentially for many years and
impose some costs on ratepayers from delayed decommissioning.
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The ISFSI is a prerequisite to early decommissioning, because it moves the spent
nuclear fuel from its current location in a spent fuel pool adjacent to the reactor
and then provides onsite storage to enable dismantlement of the plant. The cost
of the ISFSI will offset future decommissioning spending when full
decommissioning of HBPP Unit 3 commences. As cited in PG&E's 1999 GRC
D.00-02-046 (mimeo p. 385), "major savings could be achieved by the early
decommissioning of Humboldt Bay Unit 3, approximately $4.5 million per year
in avoided O&M costs (in 1997 dollars) could be realized for the 10-year period
2006 through 2015, and possibly longer if PG&E is forced to continue storing fuel
after 2015."

Deferral of ISFSI funds will delay the early decommissioning of HBPP Unit 3.

The status of the Yucca Mountain waste repository remains unresolved, despite
the DOE expected opening in 2010. ORA proposes to defer using trust funds for
an ISFSI until litigation with DOE is resolved regarding the delays of securing a
national storage site. We concur with PG&E and believe that the resolution of
litigation concerning the delays of a national storage site is very uncertain and
could extend beyond the proposed decommissioning date for Humboldt. In
addition, PG&E states that the minimum lead-time for ISFSI fabrication is 114
weeks. Delays in contracting for the ISFSI fabrication and its construction due to
delays in approval of its funding will only erode the O&M cost savings expected
from early decommissioning.

PG&E's request provides the following summary of proposed expenditures:

Amount

Description (Millions)
1. | NRC Review Fees $ 1.5
2. | Cask Storage Fabrication $ 245
3. | Cask Storage Vault Construction | $ 4.4
4. | Cask Loading Activities $ 5.5
Total | $  35.9

PG&E's request for funding the ISFSI should be approved.
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It is reasonable to approve the expenditure of HBPP Unit 3 decommissioning
trust funds to proceed with the ISFSI project rather than wait for pending
litigation to be resolved or wait until a nuclear water repository is available.
Should pending litigation result in a settlement, all recovered funds shall be
deposited into the HBPP Unit 3 Trust.

We approve PG&E's request to expend nuclear decommissioning trust funds in
the amount of $35.9 million for the licensing, fabrication, installation and loading
activities of the ISFSI at Humboldt Bay Power Plant, Unit 3. Reasonableness
review of the ISFSI established at Humboldt Bay Power Plant, Unit 3 will
commence in the next NDCTP upon completion of the project. ORA’s protest is
denied.

COMMENTS

Public Utilities Code section 311(g)(1) provides that this resolution must be
served on all parties and subject to at least 30 days public review and comment
prior to a vote of the Commission. Accordingly, the draft resolution was issued
for comment to all parties no later than 30 days prior to being considered by the
Commission.

Timely comments were received from PG&E on February 9, 2005, and are
incorporated within this resolution.

FINDINGS

1. PG&E filed AL 2565-E on October 12, 2004 requesting authority to disburse
$35.9 million from the Humboldt Bay Power Plant Unit 3 Nuclear
Decommissioning Master Trusts for a dry cask storage system to enable early
decommissioning work. ORA protested PG&E’s advice letter.

2. The HBPP Unit 3 was a 65-megawatt nuclear reactor that began commercial
operation in 1963, ceased operation in 1976, and was placed in safe storage
custodial mode in 1988 pending decommissioning.

3. Full decommissioning was anticipated to begin in 2015, but in 2003, the
Commission approved an alternate decommissioning plan to commence in 2006,
which provides superior cost benefits.
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4. Although PG&E had proposed a 2006 decommissioning for Humboldt, the
decommissioning will start instead in 2009 due to a delay in the ISFSI study and
regulatory changes for seismic design. PG&E anticipates NRC approval of its
ISFSI Application in August 2005.

5. Installation of an ISFSI is a necessary first step to enable early
decommissioning of Humboldt Bay Unit 3 because it will move the spent nuclear
fuel from its current location in a spent fuel pool adjacent to the reactor to enable
dismantlement of the plant.

6. PG&E estimates that an ISFSI will cost $35.9 million. This amount includes
costs of the NRC license review and fabrication, construction, and loading
activities of an onsite, dry cask storage system.

7. The liability to decommission HBPP Unit 3 is funded by trust assets having a
market value of $221 million and a liquidation value of $199 million, as of
December 31, 2003.

8. The Commission approved disbursement of $10.5 million for initial ISFSI
activities under PG&E's 1999 General Rate Case (D. 00-04-026) and Resolution E-
3737.

9. The ISFSI was included in the decommissioning cost estimate filed in PG&E's
2002 Nuclear Decommissioning Cost Triennial Proceeding where the
Commission approved early, 2006 decommissioning for HBPP Unit 3.

10. The cost of the ISFSI will offset future decommissioning spending when full
decommissioning of Humboldt Unit 3 commences.

11. The federal government recently agreed to settle litigation with another
nuclear plant owning utility to pay for costs associated with storing spent
nuclear fuel while the proposed nuclear waste repository at Yucca Mountain
remains unavailable.

12. Should pending litigation result in a settlement, all recovered funds shall be
deposited into the HBPP Unit 3 Trust.



Resolution E-3912 February 24, 2005
PG&E AL 2565-E/AWP

13. Itis reasonable to approve the expenditure of HBPP Unit 3 decommissioning
trust funds to proceed with the ISFSI project rather than wait for pending
litigation to be resolved or wait until a nuclear waste repository is available.

14. Reasonableness review of the ISFSI for Humboldt Bay Power Plant, Unit 3
will commence in the next NDCTP upon completion of the project.

THEREFORE IT IS ORDERED THAT:

1. The request of the Pacific Gas and Electric Company to disburse $35.9 million
from the Humboldt Bay Power Plant Unit 3 Nuclear Decommissioning Master
Trusts for a dry cask storage system requested in Advice Letter 2565-E is
approved.

2. Reasonableness review of the ISFSI for Humboldt Bay Power Plant, Unit 3
will commence in the next Nuclear Decommissioning Cost Triennial
Proceeding upon completion of the project.

3. ORA's protest is denied.

4. Any compensation received by PG&E from the nuclear waste repository
litigation with DOE shall be returned to ratepayers.

5. Advice Letter 2565-E is approved, effective February 24, 2005.

This Resolution is effective today.



Resolution E-3912 February 24, 2005
PG&E AL 2565-E/AWP

| certify that the foregoing resolution was duly introduced, passed and adopted
at a conference of the Public Utilities Commission of the State of California held
on February 24, 2005; the following Commissioners voting favorably thereon:

STEVE LARSON
Executive Director

MICHAEL R. PEEVEY
PRESIDENT
GEOFFREY F. BROWN
SUSAN P. KENNEDY
DIAN M. GUENEICH
Commissioners



